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loose banking regulations to adopt and en-
force stricter rules. These need to be accom-
panied by strong sanctions against doing 
business with financial institutions based in 
these nations. The Bush administration ini-
tially opposed such measures. But after the 
events of Sept. 11, it appears ready to em-
brace them. 

The Treasury Department also needs new 
domestic legal weapons to crack down on 
money laundering by terrorists. The new 
laws should mandate the identification of all 
account owners, prohibit transactions with 
‘‘shell banks’’ that have no physical prem-
ises and require closer monitoring of ac-
counts coming from countries with lax bank-
ing laws. Prosecutors, meanwhile, should be 
able to freeze more easily the assets of sus-
pected terrorists. The Senate Banking Com-
mittee plans to hold hearings this week on a 
bill providing for such measures. It should be 
approved and signed into law by President 
Bush. 

New regulations requiring money service 
businesses like the hawala banks to register 
and imposing criminal penalties on those 
that do not are scheduled to come into force 
late next year. The effective date should be 
moved up to this fall, and rules should be 
strictly enforced the moment they take ef-
fect. If America is going to wage a new kind 
of war against terrorism, it must act on all 
fronts, including the financial one. 
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Mr. BOND. I would say also, it is 
fully compliant with the regulations, 
with the Constitution, and with stat-
utes. If anybody wants to know, I will 
be happy to talk with them. There was 
no genuine public right to know that 
was satisfied by blowing this program. 
It was legal, and it was effective. No 
longer will it be effective, and no 
longer can we be as safe as we were be-
fore these disclosures started. 

I yield the floor. 
The PRESIDING OFFICER (Mr. 

GRAHAM). The Senator from New 
Hampshire. 

f 

RESPONSIBLE BUDGETING 

Mr. GREGG. Mr. President, I rise to 
speak about a package of initiatives 
which were reported out of the Budget 
Committee, the purpose of which is to 
put some order into our financial house 
and to try to make the Government of 
the United States an affordable event 
for its citizens, especially for younger 
people who will be working to support 
the next generation as it retires. 

This package has been grossly mis-
represented by the other side of the 
aisle, especially by the leader on the 
other side of the aisle and by the as-
sistant leader and by other Members 
who have come to the floor. They have 
taken out the bloody shirt of Social Se-
curity and waved it at this package in 
a totally irresponsible manner. There-
fore, I think it is appropriate to come 
to the floor and point out what the 
facts are versus what they believe the 
politics should be. 

The facts are rather startling, regret-
tably, as we head into the retirement 
of the baby boom generation, which is 
the largest generation in our history. 
The cost of supporting that generation, 
which will have to be paid by our chil-
dren and our children’s children, is as-
tronomical. 

There is now pending on the books of 
the Government $65 trillion—that is 
with a ‘‘T’’—of unfunded liability. 
What does that mean? That means we 
have programmatic obligations on the 
books of the Government—obligations 
to retired people, primarily—which 
will cost $65 trillion more than what 
we know will come into the Govern-
ment under the present projections. In 
other words, we do not have the money 
to pay for it. We do not know where the 
money is going to come from. But we 
do know we have these obligations on 
the books. 

To try to put a trillion dollars in per-
spective, or this number into perspec-
tive, since the beginning of the Nation, 
since the beginning of our country, we 
have only collected $40 trillion in 
taxes—only. We have collected $40 tril-

lion in taxes: a lot of money. The total 
net worth of America and Americans— 
if you take all our cars, all our houses, 
all our stock, all our businesses—is $51 
trillion. So we have on the books an 
obligation which exceeds our net worth 
as a nation. 

We have to figure out how we are 
going to afford to pay for that, espe-
cially how our children are going to af-
ford to pay for it because they are the 
ones who are going to bear the burden. 

To try to put this in even more pre-
cise perspective, three programs—three 
retirement program, specifically; So-
cial Security, Medicare, and Med-
icaid—will cost the American taxpayer 
more, as we head into the year 2025, 
than what the total Government cost 
the American taxpayer today as a per-
cent of gross national product. Tradi-
tionally, the Government of the United 
States has spent about 20 percent of 
the gross national product of America. 
These three programs alone, as a result 
of the retirement of the baby boom 
generation—which is the largest gen-
eration in the history of our country, 
by a factor of two—will cost the Amer-
ican taxpayer everything that we pres-
ently pay into the Government by the 
year 2025. 

So that means, at that point, to pay 
for those three programs, you would be 
unable—if you were going to maintain 
the historical spending of the Govern-
ment—you would be unable to pay for 
national defense, for education, for en-
vironmental cleanup, for all the other 
things the Government does. 

And that is only the start. Because as 
that baby boom generation gets into 
fuller retirement, the cost of those pro-
grams continues to go up. What does 
that mean in practical terms? It means 
our children and our children’s chil-
dren, in order to support the retired 
generation, would have to pay a dra-
matic increase in taxes under the 
present scheme. 

Basically, it would mean our children 
would be unable to afford a better life-
style. They probably could not send 
their kids to college, buy a house or 
purchase a car the way our generation 
has been able to do because they would 
be sending so much of their money to 
the Federal Government to support 
these basic programs which are manda-
tory. It is not a tolerable proposal for 
our country. We cannot say, as one 
generation, that we are going to put on 
the books obligations that make the 
next generation pay so much in taxes 
that they essentially would not be able 
to live the quality of life we have. We 
would undermine their quality of life, 
and it is not fair to them. 

What we did in the Budget Com-
mittee was try to address this, not by 
policy changes but by putting in place 
processes which will force us to face up 
to fiscal discipline, which will force us 
as public policymakers, the Senate and 
the House and the executive branch, to 
look at these numbers, these facts 
which exist. And they will not change 
unless we do something because the 
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generation that is going to cost all this 
money is already alive. It is my gen-
eration, the baby boom generation. We 
are this huge generation. We are going 
to cost our children these types of dol-
lars. It is not going to change unless 
we do something. 

It will force us, as public policy-
makers, to face up to this reality, 
these proposals which came out of the 
Budget Committee. The major point is, 
we have a huge problem coming at us 
as a Government, as citizens, and as 
parents. You can’t tax your way out of 
it. You cannot possibly raise taxes 
enough to pick up the cost of these pro-
grams and still give earning Americans 
an opportunity to live well. 

So what is the reaction from the 
other side of the aisle? They want to 
immediately attack any proposal, even 
though this one has no policy attached 
to it—it simply has processes which 
force a policy to occur, no specific pol-
icy to occur—attack any proposal as an 
attack on Social Security. How grossly 
irresponsible is that? How incredibly 
inappropriate is that? Does the other 
side of the aisle believe that our chil-
dren should be faced with a burden 
which they cannot possibly afford? 
That seems to be the case. They have 
walked off the playing field of respon-
sible public policy, waving the bloody 
shirt of Social Security for the pur-
poses of political gain. It is inexcusable 
on their part. 

What is the proposal we brought for-
ward, this outrageous proposal which, 
according to the other side, is so out-
rageous? It is pretty simple. It is very 
responsible. It is an attempt to get at 
the essence of the problem we have 
today. It has eight parts. The first part 
puts back in place an idea which the 
other side of the aisle offered 2 years 
ago. Yet now they claim it is horrific, 
the statutory caps, which says on dis-
cretionary spending, that when we put 
caps in place, they will be enforceable. 
Today we put caps in place, but they 
get waived around here like buying 
peanuts. This goes back to the old 
Gramm-Rudman approach, where you 
have enforceable statutory caps. That 
means we set a number. We agree, as a 
Congress, this is how much money we 
are going to spend. Then we say: You 
actually can’t spend more than that, 
unless you have a cut somewhere else. 

That is totally irresponsible, accord-
ing to the other side. We did it a few 
years ago. It worked. In fact, Chairman 
Greenspan said it was the most signifi-
cant budgetary reform that has oc-
curred around here in a long time. We 
are suggesting we put it back in place. 
It affects discretionary spending, which 
is every year spending, not mandatory 
spending. 

The second idea—I will skip down so 
we can go in order—is to put in place a 
BRAC Commission. We had a BRAC 
Commission for defense spending, and 
it worked. We did it five times. This is 
a BRAC Commission for the whole Gov-
ernment, same idea, same philosophy. 
It says, take a look at the programs 

and then have the Commission send the 
ideas to the Senate and then the Sen-
ate has to vote for them or against 
them. It is a reasonable approach to 
trying to do something which we have 
not been able to do on a one-by-one 
basis. It is a broader approach. 

It also has the President’s proposal 
for a line-item veto or expedited rescis-
sion. It is a better proposal than what 
the President actually sent us because 
it is more balanced relative to the leg-
islative branch and the executive 
branch. In fact, it is an idea that 
passed the Congress. In 1996, we voted 
for a much stronger line-item veto 
than this. It gives the President the 
ability, when we send him these omni-
bus bills that have billions of dollars of 
spending in them, rather than veto the 
whole bill and shut down the Govern-
ment, for example, he can now put to-
gether a package of specific programs 
in those bills that he doesn’t think 
make sense, send them up here, and 
Congress has to vote on them in an ex-
pedited process, for or against them. 
Obviously, he will have to send up a 
package which has majority support or 
else it will not get passed. 

And we put in language which says 
that to the extent there is a rescission 
as a result of this, the savings have to 
go to the deficit. That is a very strong 
idea, in my opinion. 

We also have biennial budgeting, an 
idea which people think will be a more 
effective way for us to address budg-
eting. We are now effectively in a bien-
nial process anyway since every year 
there is an election, we can’t pass a 
budget around here; at least we haven’t 
in the last three election cycles, both 
under Democrats and Republicans. 

And then there is reconciliation re-
form. The essence of the package is the 
mandatory reform effort, the effort to 
try to address this chart where Social 
Security and Medicare and Medicaid 
are essentially going to bankrupt our 
children, unless we do something intel-
ligent about it. This is where the other 
side of the aisle has been so grossly ir-
responsible—first, in characterizing it, 
because they have been factually inac-
curate, and then abandoning the field 
of debating the issue and coming up 
with other processes, if they believe 
they are better ideas. The first ap-
proach is something that passed this 
Congress already. It basically says that 
if Medicare for 2 years in a row is found 
to take more than 45 percent of its sup-
port out of the general fund—Medicare 
is supposed to be a hospital insurance 
program, not supposed to be supported 
by the general fund—if for 2 years in a 
row it is supported by general taxation 
by more than 45 percent of its costs, 
then a point of order is put in place, 
which can be waived by 60 votes, so it 
can be waived against any new entitle-
ment spending. It is a reasonable ap-
proach. It is actually not that strong 
an approach, but it is something that 
basically highlights the problem. 

Then we get to the more substantive 
policy driving events. An Entitlement 

Commission is put in place. This is 
where the other side has grossly mis-
represented the facts and then taken 
out the bloody shirt and attacked the 
facts which they grossly misrepresent. 
And that’s a great idea. First, you 
make up what the position is, and then 
you attack that position. And then you 
take absolutely no responsible position 
on your own part, which is exactly 
what the other side has done. Obstruc-
tion has become the only thing which 
the other side of the aisle appears to be 
able to do, obstruction for the purpose 
of obstruction for the purpose of ob-
taining power around here. 

When are they going to face up to the 
fact that we are supposed to be doing 
policy which addresses the needs of our 
children especially and the afford-
ability of the Government specifically? 

What is the Entitlement Commis-
sion? It is a group of people who are 
put together. They are chosen by the 
leadership of both sides of the aisle. 
There will be eight Republicans and 
seven Democrats, if it were to be put in 
place today. Eight and seven, that is 
not an overwhelming majority for our 
side of the aisle. And it takes 10 mem-
bers of the commission to put together 
a report to be sent under expedited pro-
cedures. 

The leader on the other side of the 
aisle says: This is an outrage. It is a 
Republican steamroller. Tell me what 
is the steamroller. Eight to seven rep-
resentation, takes ten people to put 
out a report? And then the other side of 
the aisle goes so far as to say: And they 
can’t consider taxes. 

That is a total misrepresentation 
also. They can consider taxes under the 
Entitlement Commission. And then 
they say: 51 votes are going to pass it. 
That is a total misrepresentation 
again. The proposal takes 60 votes to 
pass. 

In response to the issues raised by 
the Senator from North Dakota in the 
markup of this bill and because I ac-
cepted the fact that maybe it wasn’t 
structured correctly the first time 
around, we responded to that concern. 
The other side of the aisle, the leader-
ship of the other side of the aisle not 
only doesn’t give us credit for respond-
ing to the concerns of the Senator from 
North Dakota because we changed it so 
that it became a balanced commis-
sion—we changed it so that it takes a 
supermajority to report from it and 
then it takes a supermajority to pass 
it—they not only don’t acknowledge 
the changes, they would say that we 
didn’t make the changes and then at-
tack the proposal and put forward ab-
solutely no policy of their own. 

Mr. DURBIN. Will the Senator yield 
for a question? 

Mr. GREGG. No, I won’t yield. I 
think I have heard a significant 
amount from the other side of the aisle 
that has been irrelevant, inaccurate, 
and incorrect. And yielding at this 
time would limit my time. 

The third item in this is the ability 
of the Congress to reduce the deficit as 
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a percentage of gross national product. 
We know that if we don’t get the def-
icit down, our children are going to get 
all these debts. So what we put in a 
place as a mechanism that says essen-
tially the deficit, as a percentage of 
gross national product, shall be re-
duced as a percentage of gross national 
product every year until we get to a 
balanced budget, essentially a balanced 
budget by the year 2012, and if we don’t 
hit those deficit targets—and they are 
fairly reasonable because actually the 
next 2-year targets we have already hit 
or we will hit under present projec-
tions, so this doesn’t even kick in, and 
it doesn’t look like it is going to kick 
in because it looks like we will get to 
a balanced budget—should we not con-
tinue on that path, then what will hap-
pen is there will be a reconciliation in-
struction because we know that 60 per-
cent of all spending around here goes 
to mandatory accounts. We will say to 
the mandatory account committees: 
Reconcile your accounts so that they 
can be brought into line with these 
projections for the deficit to head to 
zero. 

What does that mean? That means 
that there will be policy changes which 
will allow savings to occur. I presume 
those policy changes, to the extent 
they affect entitlement programs such 
as Social Security, Medicare, and Med-
icaid, will tie into the Entitlement 
Commission report. Should those two 
mechanisms which force policy to be 
addressed not be accomplished, then 
you go to a sequester on entitlement 
mandatory spending, something that 
has never happened around here. And I 
don’t expect it would ever happen be-
cause one presumes responsible people 
would want to make the policy changes 
to get to the targets rather than allow 
it to happen automatically. 

So where is the irresponsibility here? 
Well, the irresponsibility is on the 
other side of the aisle, which has bur-
ied its head in the sand of obstruc-
tionism because it wants to take power 
around here. It feels that if it doesn’t 
do anything, if nothing is done around 
here, then outrage will occur and peo-
ple will vote them into power. How 
cynical is that approach to govern-
ance? 

I have said I am willing to adjust 
this. In fact, on the Commission, the 
Senator from North Dakota suggested 
that we change the makeup and make 
it all Members of Congress versus out-
side individuals. I am amenable to 
that. If he wants to bring that amend-
ment forward, fine. The Senator from 
North Dakota at the markup said: It 
doesn’t consider tax increases. Actu-
ally, the Commission can consider tax 
increases. But I said: Let’s take it to 
the floor and discuss the issue of pay- 
go or tax-go, as I would call it, which 
is the only proposal from the other side 
of the aisle, to raise taxes. But no, the 
response is: This is going to savage So-
cial Security. This is going to under-
mine Social Security. This is going to 
privatize Social Security—all the 

words the pollsters have told them to 
use to try to get reelected. 

I will tell you what is going to savage 
Social Security. It is going to be my 
generation retiring and demanding the 
benefits that they have been paying for 
all of our working life and having our 
children have to pay for those benefits. 
Our children are going to get up in 
arms and say: We would like to buy a 
house. We would like to send our kids 
to college. We would like to have the 
good life you had, and we can’t afford 
it because you put this huge tax burden 
on us. Because you, during your term 
of office, were unwilling to be respon-
sible and address these issues. 

We have tried to be responsible. We 
have tried to bring forward a package 
which should be debated and which 
should be effectively moved forward in 
order to try to reverse the direction 
which we are inevitably going toward, 
which means if we stay on this course, 
we will eliminate the capacity of our 
children to look forward to the Govern-
ment. So we brought forward this 
package which we call stop over-
spending. It may not have all the ele-
ments it needs. It clearly needs some 
tweaking here and there. I don’t limit 
that. But it should not be attacked in 
the way that it has been attacked 
through the demagoguery of Social Se-
curity’s bloody shirt being waved at it. 

That is not responsible. That is not 
governance. That is simply obstruc-
tionism for the sake of political gain. 

At this point, I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Utah is recognized. 
f 

STATE OF THE ECONOMY 

Mr. BENNETT. Mr. President, yes-
terday, in the Joint Economic Com-
mittee, we heard from the chairman of 
the President’s Council of Economic 
Advisers. As often happens in that 
committee, there were a number of 
issues raised. I would like to take the 
floor simply to clarify where we really 
are with respect to the economy. There 
are so many things being said in this 
election period about the economy that 
it is always nice to reflect on what the 
late Senator Moynihan used to say: 

Everyone is entitled to his own opinion, 
but not to his own facts. 

Let’s spend a little time talking 
about the facts and understand where 
the economy is. With a series of charts, 
I will try to do it as quickly as I can, 
with an understanding of where the 
economy currently is. 

This first chart demonstrates eco-
nomic growth as measured by GDP, 
gross domestic product. The bars on 
the chart represent quarters. The quar-
ters with positive GDP growth are rep-
resented by blue bars. Quarters with 
declines in GDP are represented by red 
bars. If you will notice here in the be-
ginning of 2000, the economy started to 
shrink—that which we refer to as the 
recent recession which began in 2000. 
These are the quarters in which that 
happened. We got a recovery starting 

in the fourth quarter of 2001, but as 
these bars above the zero line dem-
onstrate, the recovery was pretty ane-
mic. Not much happened for a little 
over a year, as the recovery did not get 
traction. The recovery took off in the 
second quarter of 2003. That happens to 
be the time that we passed tax relief. 
Economists will argue as to whether 
the tax relief that was passed at that 
time is responsible for the recovery, 
but as they say in Manhattan, ‘‘it 
couldn’t hurt,’’ because the tax relief 
was passed there, and we see the strong 
economic growth that has occurred 
ever since the second quarter of 2003. 

Let’s go to the next chart. There was 
talk that, well, we may be in recovery, 
but we are not getting any jobs; this is 
a jobless recovery. Where are the jobs? 
This chart demonstrates that, indeed, 
that is correct. Starting in 2000, the 
jobs started to disappear, and we had a 
long period that went on where the job 
base was shrinking in this country. In 
2003, that turned around, and we start-
ed to see strong job creation since the 
second quarter of 2003. Once again, that 
is the quarter where we passed tax re-
lief. Did the tax relief cause the job re-
covery? Nobody can prove that it did or 
it didn’t. Once again, it didn’t hurt. 

Now we go to the question of business 
investment. The recession, once again, 
started in 2000. Business investment 
went into negative territory all 
through 2001, 2002, and then, in the 
third quarter of 2003, after we passed 
tax relief, business investment picked 
up. All of these things started going up 
after this one event of the passage of 
tax relief. Did the tax relief cause the 
business investment to go up? No one 
knows, but once again, it couldn’t hurt. 

All right. With those facts before us, 
and they are indisputable, we now hear 
the argument: Yes, maybe the GDP 
growth is occurring; yes, maybe the 
jobs have come back; yes, maybe busi-
ness investment has come back. But 
the big problem is that real wages are 
down; because productivity has gone 
up, real wages have gone down. 

Here is a historic demonstration of 
the tie between productivity and real 
wages. This goes back to 1950. The blue 
line on the chart is productivity 
growth; the red line is growth in real 
compensation including benefits. The 
two grow together. The outstanding in-
crease in productivity we have had 
since 2003 has not produced a lowering 
of real compensation to workers. The 
best thing that can happen for real 
wages, historically, is for productivity 
to go up. So those who are bemoaning 
the increase in productivity, saying, 
yes, but real wages are down, are ignor-
ing 50 years of history and the current 
facts. 

We are told that the wages people 
take home are down; the wages people 
have in their pocketbooks are down in 
this recovery. Here on this chart, from 
the Bureau of Labor Statistics, is the 
evidence of what is happening to real 
hourly wage growth. We can see that, 
in previous recessions, every time 
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